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UNION ELECTRIC COMPANY
doing business as AmerenUE

ILLINOIS COMMERCE COMMISSION DOCKET NO. 01-0516
TESTIMONY ON REOPENING
OF

RICHARD A. VOYTAS

Please state your name and business addr ess.
My nameis Richard A. Voytas. My business addressis 1901 Chouteau Avenue, St

Louis, Missouri 63103.

Are you the same Richard A. Voytas who previousdy submitted Direct
Testimony in this proceeding?

Yes | am.

What isthe purpose of your testimony in thisreopened proceeding?
| am tedtifying in response to Question Numbers 3 and 4 as st forth in the
Memorandum dated December 12 of Commissioner Harvill. Attached to my testimony

ismy signed affidavit, marked as Ameren Exhibit No. 4.1.

Please respond to Question number 3.
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As| understand this question, it asks for adl documents used in the Company’s decison
to petition the Commission for the Certificate of Convenience and Necessity for the
Venice Combugtion Turbine Generator (“the Venice CTG”). These documents are
attached as Ameren Exhibit No. 4.2 to my testimony. These documents are Highly
Confidentid because they contan Ameren Corporation's resource planning and
marketing andyses, and other market specific information. The disclosure of this
information could be harmful to AmerenUE and its ratepayers by compromising the

Company’s ability to buy or sell dectricity at reasonable prices.

Please respond to Question No. 4.

As | understand it, this question asks for evidence to judtify and/or explain why other
resources are inferior to the proposed Venice CTG. To answer this question, | would
firg like to summarize my Direct Testimony filed in this case in July of 2001. | will then

provide additiona evidence on this point.

Please summarize your Direct Testimony filed in July.

The Venice CTG, together with other new resources, are needed by AmerenUE to
comply with the reserve margin requirements of its regiond reliability council, the Mid-
America Interconnected Network, Inc. (“MAIN”). MAIN recommends that member
companies maintain planning reserve margins in the 17% to 20% range. The Company
has done additiona studies that document that a planning reserve margin of 18% is the

leve that minimizes costs to customers under awide range of uncertainties.
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To comply with MAIN’s requirements, AmerenUE plans to build and to buy the
following new resources 1) the Venice CTG (a smple cycle CTG a AmerenUE’s
existing Venice Plant Ste) rated at gpproximatey 50 MW in pesk summer conditions;
2) four additiona smple cycle CTGs a a hew ste in Pike County, Missouri, for atota
of approximately 200 MW, and 3) purchased power pursuant to a Request for
Proposal (“RFP’) for 2002 - 2012 for capacity and energy for up to 500 MW — of
which 426 MW is needed for 2002. Thus, the Company plans to build 250 MW and

to buy up to 500 MW.

| next contended that the Venice CTG was necessary to dlow AmerenUE to provide
adequate, reliable, and efficient service at the least-cost consgtent with the reserve
margin requirements of MAIN. | explained that the Company was viewing the Venice
CTG as pat of aportfolio of new supply side resources conssting of a mixture of build

and buy options.

Finaly, | pointed out that approximately 90% of the cogts of the Venice CTG and
related equipment would be assgned or dlocated to jurisdictions other than Illinais,
namely to Missouri and to AmerenUE swholesdlebusiness:  This assumes that the
[llinois Commisson would dlocate AmerenUE's power pool codts in a manner
consgtent with previous lllinois rate orders involving AmerenUE. Thus, only about 10%

of the $25 million investment in the Venice CTG ($2.5 million) would be assigned or
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dlocated to AmerenUE's lllinais retall dectric jurisdiction. (The same percentage

would likely apply to the other resources discussed above.)

What additional evidence do you haveto offer?

| will discuss an dternative to the new resources listed above which we first considered,
and why this dternative was not a viable one. | will aso discuss other resource options
and explain why they are inferior to the Venice CTG. All of thisis desgned to present
additiona evidence in support of the Company’s contention that the Venice CTG is

|east-cost.

Please discussthefirst alternative which the Company consider ed.

The Company'sinitia solution was not to build or buy any capacity at dl. Reather,
AmerenUE proposed to trangfer its entire Illinois dectric load (the "Metro East load") to
AmerenCIPS, with the result that Ameren Energy Marketing Company (“AEM”),
AmerenCIPS supplier, would serve the Metro East load. This would have placed the
capacity burden on a non-regulated participant, namey AEM. AmerenUE initiated
proceedings before both this Commission and the Missouri Public Service Commission
to obtain approva for such atransfer. Although the Company received gpprova from
this Commission in Docket No. 00-0650, it soon became apparent that AmerenUE
would not receive gpprova from the Missouri commission within atime period that

would dlow AmerenUE to addressiits capacity shortfal. Accordingly, AmerenUE
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to add the new resources listed above.

On this point, it isimportant to emphasize that AmerenUE provides sarvicein two
dates, with a single power supply portfolio, and that the mgority of its cusomersarein
Missouri. Further, it isimportant to note that Missouri does not currently alow for
electric retail choice. Based on the publicity over problems with the Cdlifornia market,
and with the collgpse of Enron, we do not believe that legidators in Missouri will be

receptive to customer choice legidation any time soon.

Thus, we expect that AmerenUE will have an obligation for the foreseegble future to
serve dl of its Missouri retail customers sSince none are free to choose other suppliers.
Asaresult, we believe it is both reasonable and necessary for the Company to continue
to build generation to meet the needs of its Missouri and Illinois systems. AmerenUE is
therefore in apogtion very different from an dl Illinois eectric utility, such as
AmerenCIPS. The Customer Choice Law has encouraged an dl Illinois utility to spin
off its generating assets, to focus on its distribution business, and to purchase power to
meet the needs of its customers. That is not the case for Missouri, or for amultistate

utility such as AmerenUE.
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AmerenUE notes that the transfer of the Metro East |oad remains a possibility that the
Company may want to recongder in the future. Such atransfer would relieve

AmerenUE s lllinois customers of any direct obligation for support of the Venice CTG.

Please discuss further AmerenUE’s needsfor new resour ces.

For the period 2002-2012 the Company is looking to acquire a tota of about 1800
MW of additiona capacity. Least-cost planning studies indicate that at today’s market
prices the 1800 MW addition should consst of market purchases of peaking capacity
and energy of approximately 1200 MW and building 600 MW of building smple cycle

combustion turbine generators (CTG).

The determination of when to buy and when to build is a decison based on when the
additiond capacity is required, the ability to acquire firm transmisson service (for
market purchases), and the time required to bring a new CTG into commercia
operation.

Please compar e the Venice CTG to the option of one or morelong term

pur chases of power.

| would first note that AmerenUE has severd long term power purchasesin place, from
severd suppliers. As noted above, the Company expects to be purchasing over 1,000
MW of power for the foreseeable future, for at least the next five years. Thus, the
Company is dready buying a substantial amount of power on along term basis,

amounting to about 10 % of AmerenUE'stota installed capacity.
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Next, based on AmerenUE’ s obligation to serve in Missouri, which is likely to continue
for the foreseeable future, the Company submitsthat it is necessary to teke along term
view in the planning process as away of minimizing costs to cusomers. Under such a
long term view, building may be the least cost option over a 25-year life of apesking
asset even though a short-term market option may have initial lower costs over a period
of 10-years or less. Further, including the build option in the portfalio is prudent
because it protects against severa market purchase rdated risks. Theseinclude the
following: 1) the risk of transmission service not being avallable; 2) credit risk of a
counter party (e.g. an Enron bankruptcy); and 3) security risks related to relying on long

gpans of transmission to deliver power.

Even though spot prices for short-term power are currently low, it is ingppropriate to
assume that they will remain low. Further, snce the Company is dready planning to buy
up to 500 MW through the RFP discussed above, it isimportant to have a substantial
component in the resource portfolio congsting of the build option. In AmerenUE's
case, to meet MAIN' srdiability criteriafor the summer of 2002 it will be buying about
twice as much asit is building (up to 500 MW as compared to 250 MW). Given this 2
to 1 ratio, and given transmission redrictions, it isthe Company’s judgment that it would

not be appropriate to purchase any more power at the present time.

Arethereany other pointsyou wish to note regarding purchased power ?
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Yes, two points. Firg, | have included documentation concerning the Company’s Asset
Mix Optimization studies in the response to Question No. 3 of Commissoner Harvill.
These highly confidentid studies represent the Company’ s resource planning andyses
for which | am respongble. These sudies indicate that AmerenUE has sufficient base
load capacity but isin need of pesking capacity. Asapeaking unit, the Venice CTGis

thus consigtent with our resource planning analyses.

Second, | would like to note that the process of purchasing power involves a
congderable amount of time. A Request for Proposa must be prepared and distributed
to viable participants. The Missouri Commission requires that the Company provideto
both the Missouri Public Counsdl Staff and the Office of Public Counsd Staff a draft
copy of the RFP. They have 20 daysto review the RFP and provide the Company
with comments. Bids responding to the RFP must be evauated and ranked.
Transmission service must be requested over the OASIS, and evauated by the
gpplicable Transmission Provider, whether that is Ameren or a neighboring transmission
system. The entire process can take severd months a the least. Inlight of the time
needed to complete the RFP, | would like to repest that building capacity has valuein
that it is a hedge againgt the risk thet late in the eva uation process it may become
gpparent that transmission service will not be available to support abid asaviable

option.

Please comparethe Venice CTG to the option of interruptiblerates.
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AmerenUE currently has an interruptible tariff in effect in [llinois. Only one customer
has dected to take interruptible service under this tariff, with 28 MW of load to be
interrupted. The Company believesthat it is not redigtic to expect that it will get
additiond participation in its interruptible tariff to yield 50 MW by next June 1 0 asto
make the Venice CTG unnecessary. The Company has not had any requests for new
sarvice under thisrate for more than ten (10) years. The Company aso believes that
thereisatrend by customers away from interruptible rates as their business processes
become more sengtive to interruptions. Additiondly, in the Company’ s opinion the
current credit for interruptible customers is more than what can be economicdly judtified
based on today’ s costs, so additiond participation or MWs of interruption would be

inappropriate based on today’ s economics.

The same istrue for the Company’s Voluntary Curtailment Program(s). Under the
VCR program AmerenUE pays customers to curtall their usage. Based on the
experiences of the past two summers, the Company smply cannot predict that it can
obtain 50 MW of curtailment at projected forward prices for next summer so asto

make the Venice CTG unnecessary.

Please compar ethe Venice CTG to the option of distributed generation.
Digtributed generation is an option which has been available for sometimeto dl of the
Company’s customers. Since the Company’s lllinois dectric rates are low compared to

the costs of power from didtributed generdtion, there is very little incentive for customers
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to ingtd| such generation on the Company’s system. Also, due to the rdatively small
scae of most distributed generating technologies, economies of scae that are associated
with eectric utility generating technologies make the larger scae generation the leest-
cost option. Asaresult, the Company could not economicdly or reliably obtain 50
MW of Digributed Generation as a substitute for the Venice CTG by June 1, 2002 or

any time soon.

Please comparethe Venice CTG to the option of load management.

Over the years, the Company has performed extensive anayses and conducted
numerous pilot programs on a variety of load management options (e.g. Energy Audits,
Appliance Buy-Backs, New Condruction Efficiency Incentives, Efficient Motors, and
Direct Load Control aternatives). The evauations showed that these pilot programs
were not cost effective compared to supply side dternatives. Thus, the Company could
not economicaly or reigbly obtain 50 MW of 1oad management as a subdtitute for the

Venice CTG by June 1 or within any reasonable time frame.

Arethereany other observationsyou would like to make?

Yes. InApril of every year, auditors from MAIN review the Company’ s books and
records to ensure that AmerenUE has sufficient capacity in place to provide rdligble
sarvice for the gart of the summer, June 1. Asindicated earlier in my testimony, the
Venice CTG is necessary to meet MAIN'sreliability criteria. In order to meet the June

1% deadline, the Company must quickly proceed to implement this new resource.

10
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Asareault, the Company requested in its Petition filed last July that the Commisson
issue a certificate by January 15. | would reiterate that request, and ask that a

certificate be granted by that date or as soon thereafter as possible.

Please summarize your testimony.

The Venice CTG isaleast-cost resource over a 10 year planning horizon as shown by
the Company’ s least-cost planning work. It isaso an important part of the portfolio of
resources needed to meet MAIN' s reliability criteriafor the summer of 2002 and
beyond. Also, given the time congtraints which the Company faced when it became
gpparent that the Metro East property transfer would not receive gpprova on atimely
basis from the Missouri Commission, the Company had to quickly choose another

dterndtive.

The Venice CTG is an important part of the portfolio of 250 MW of the build option
and up to 500 MW of the buy option. In the Company’s view, thisis areasonable and
least-cost gpproach when one consders dl of the relevant factors such as the following:
1) the likelihood that AmerenUE will remain a verticaly integrated utility serving
Missouri customers on afully regulated bas's; 2) the fact that the Company is dready
committing to purchase dmost twice as much as it is building to meet MAIN' srdiability
criteriafor 2002 and beyond; 3) building is an appropriate way to hedge againgt the risk

of volatile prices for purchased power and therisk that transmission may not be

11
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avalable to deliver the power; and 4) no other dternative, such asinterruptible service,

is economical or reiable for the foreseeable future.

Does this conclude your testimony on reopening?

Yes, it does.
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